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EX PARTE

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
Room 222
1919 M Street, N.W.
Washington, D.C. 20554

January 25, 1995 RECEIVED

"AN 251995

RE: In the Matter of Price Cap Performance Review for Local
Exchange Carriers, CC Docket No. 94-1

Dear Mr. Caton:

Today, at the request of Common Carrier Bureau staff
members, representatives of Sprint Corporation met with Mark
uretsky and Alexander Belinfante of the Common Carrier Bureau.
Information on the attached pages relative to CC Docket No. 94-1
was discussed. The information contained on the attached pages
was used to perform calculations of the Commission's price cap
form of regUlation using various productivity election amounts
and various sharing ranges and amounts. Information on the
attached pages is strictly hypothetical.

Representing Sprint corporation were Warren Hannah, Jim
Sichter and Pete Sywenki. Sprint requests that this information
be made a part of the record in this matter. Two copies of this
letter in accordance with section 1.1206(a) (1) is provided for
this purpose. If you have any questions, please feel free to
call.

:r::::~
Warren D. Hannah

Attachments

cc: Mr. Mark Uretsky, FCC, Washington, D.C.
Mr. Alexander Belinfante, FCC, Washington,
Mr. Jim Sichter, SOMC, westwood, KS
Mr. Pete Sywenki, SOMC, Westwood, KS
Mr. Jay Keithley, SOMC, Washington, D.C.

D.C.

No. ot Copiesrec'd~
UstABCDE



SUMMARY RORS

ASSUMPTIONS:
YR1 YR2 YR3

Company productivity %
Operating expenses 0.043 0.043 0.043
Investment 0.043 0.043 0.043

Demand Growth % 0.05 0.05 0.05

Inflation 0.03 0.03 0.03

Sharing/productivity matrix
productivity: 0.033 0.043 0.053

Sharing Zone 1 0.1225 0.1325 0.1425
Sharing level 1 0.5 0.5 0.5
Sharing Zone 2 0.1625 0.1725 0.1825
Sharing level 2 1 1 1

LFAM 0.1025 0.0925 0.0825

YA4

0.043
0.043

0.05

0.03

RECEIVED
ijAN 25 1995

F£OERM,ClW'PTUiGOMUIP
ClfUCfffllf,TN'N
YR5

0.043
0.043

0.05

0.03

PRESHAAING AOR YAO YR1 YA2 YA3 YA4 YR55YRAVG
LOW PROD
W/OAOOBK 11.25% 11.66% 12.06% 12.48% 12.78% 13.05% 12.25%
W/AODBK 11.25% 11.66% 12.Q60k 12.48% 12.89% 13.30% 12.32016

MIDDLE PROD
W/OADDBK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%
W/ADOBK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%

HIGH PROD
WIOADDBK 11.25% 10.84% 10.44% 10.05% 9.65% 9.260/0 10.21 %
W/ADDBK 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21 %

POSTSHARING ROR YAO YA1 YR2 YR3 YR4 YA5
LOW PROD
W/OADDBK 11.25% 11.66% 12.06% 12.36% 12.63% 12.91% 12.18%
W/ADDBK 11.25% 11.66% 12.Q60k 12.36% 12.57% 12.78% 12.14%

MIDDLE PROD
WIOAOOBK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%
W/AODBK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%

HIGH PROD .
W/OADDBK 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21%
W/ADDBK 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21 %



LOW PRODUCTIVITY OPTION

YEAR 0 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 5YRAVG

WITHOUT ADDBACK

PRICE $0.10000 $0.09970 $0.01940 $0.09910 $0.09853 $0.09788
DEMAND 1,000,000 1,050,000 1,102,500 1,157,625 1,215,506 1,276,282
BILLED REVENUES 100,000 104,685 109,589 114,724 119,765 124,921

INVESTMENT 150,000 155,453 161,103 166,959 173,028 179,318

OPERATING EXP 71,875 74.488 n.195 80,001 82,909 85,923

INCOME TAXES 11,250 12,079 12,958 13,889 14,742 15,599
RETURN 16,875 18,118 19,437 20,833 22,114 23,399
ROR 11.25% 11.66% 12.06% 12.48% 12.78% 13.05% 12.25%

SHARING
REV REa, levEL 1 102,500 106,226 110,087 114,089 118,236 122.534
REV REa LEVEL 2 112,500 116,589 120,827 125,219 129,771 134,488

REV >LEVEL 1 ROR 0 0 0 635 1,529 2,387
LEVEL 1 SHARING 0 0 0 317 765 1,194
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 317 765 1,194

POSTSHARING ROR 11.25% 11.66% 12.Q60k 12.36% 12.63% 12.91% 12.18%

WITH ADDBACK

PRICE $0.10000 $0.09970 $0.09940 $0.09910 $0.09853 $0.09n5
BILLED REVENUES 100,000 104,685 109.589 114,724 119,765 124,755
ADDBACK REVENUES 0 0 0 0 317 923
REVENUES W/ADDBK 100,000 104,685 109,589 114,724 120,083 125,678

INCOME TAXES 11,250 12,079 12,958 13,889 14,869 15,902
RETURN 16,875 18,118 19,437 20,833 22,304 23,853
ROR W/ADDBACK 11.25% 11.66% 12.06% 12.48% 12.89% 13.30% 12.32%

SHARING W/ADDBK
REV REa, levEL 1 102,500 106,226 110,087 114,089 118,236 122,534
REV REa LEVEL 2 112,500 116,589 120,827 125,219 129,n1 134,488

REV >LEVEL 1 ROR 0 0 0 635 1,847 3,144
LEVEL 1 SHARING 0 0 0 317 923 1,572
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 317 923 1,572

POSTSHARING ROR 11.25% 11.66% 12.06% 12.36% 12.57% 12.78% 12.14%



MIDDLE PRODUCTIVITY OPTION

YEAR 0 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 5YRAVG

WITHOUT ADDBACK

PRtCE $0.10000 $0.09870 $0.09742 $0.09615 $0.09490 $0.09367
DEMAND 1,000,000 1,050,000 1,102,500 1,157,625 1,215,506 1,276,282
BILLED REVENUES 100,000 103,635 107,402 111,306 115,352 119,545

INVESTMENT 150,000 155,453 161,103 166,959 173,028 179,318

OPERATING EXP 71,875 74,488 n,195 80,001 82,909 85,923

INCOME TAXES 11,250 11,659 12,083 12,522 12,9n 13,449
RETURN 16,875 17,488 18,124 18,783 19,466 20,173
ROR 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%

SHARING
REV REO, LEVEL 1 105,000 108,817 112,n2 116,872 121,120 125,522
REV REO LEVEL 2 115,000 119,180 123,512 128,002 132,655 137,477

REV > LEVEL 1 ROR 0 0 0 0 0 0
LEVEL 1 SHARING 0 0 0 0 0 0
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 0 0 0

POSTSHARING ROR 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%

WITH ADDBACK

PRICE $0.10000 $0.09870 $0.09742 $0.09615 $0.09490 $0.09367
BILLED REVENUES 100,000 103,635 107,402 111,306 115,352 119,545
ADDBACK REVENUES 0 0 0 0 0 0
REVENUES W/ADDBK 100,000 103,635 107,402 111,306 115,352 119,545

INCOME TAXES 11,250 11,659 12,083 12,522 12,977 13,449
RETURN 16,875 17,488 18,124 18,783 19,466 20,173
ROR W/ADDBACK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%

SHARING W/ADDBK
REV REO, LEVEL 1 105,000 108,817 112,n2 116,872 121,120 125,522
REV Reo LEVEL 2 115,000 119,180 123,512 128,002 132,655 137,477

REV >LEVEL 1 ROR 0 0 0 0 0 0
LEVEL 1 SHARING 0 0 0 0 0 0
lEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 0 0 0

POSTSHARING ROR 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%



HIGH PRODUCTIVITY OPTION

YEAR 0 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 5YRAVG

WITHOUT ADOBACK

PRICE OOסס$0.1 $0.09770 $0.09545 $0.09326 $0.09111 $0.08902
DEMAND 1,000,000 1,050,000 1,102,500 1,157,625 1,215,506 1,276,282
BILLED REVENUES 100,000 102,585 105,237 107,957 110,748 113,611

INVESTMENT 150,000 155,453 161,103 166,959 173,028 179,318

OPERATING EXP 71,875 74,488 77,195 80,001 82,909 85,923

INCOME TAXES 11,250 11,239 11,217 11,182 11,135 11,075
RETURN 16,875 16,858 16,825 16,774 16,703 16,613
ROR 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21%

SHARING
REV REa, LEVEL 1 107,500 111,408 115,457 119,654 124,004 128,511
REV REa LEVEL 2 117,500 121,771 126,198 130,785 135,539 140.466

REV >LEVEL 1 ROR 0 0 0 0 0 0
LEVEL 1 SHARING 0 0 0 0 0 0
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 0 0 0

POSTSHARING ROR 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21%

WITH ADDBACK

PRICE OOסס$0.1 $0.09770 $0.09545 $0.09326 $0.09111 $0.08902
BILLED REVENUES 100,000 102,585 105,237 107,957 110,748 113,611
AD08ACK REVENUES 0 0 0 0 0 0
REVENUES W/ADDBK 100,000 102,585 105,237 107,957 110,748 113,611

INCOME TAXES 11,250 11,239 11,217 11,182 11,135 11,075
RETURN 16,875 16,858 16,825 16,774 16,703 16,613
ROR W/ADDBACK 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21%

SHARING W/ADOBK
REV REa, LEVEL 1 107,500 111,408 115,457 119,654 124,004 128,511
REV REa LEVEL 2 117,500 121,771 126,198 130,785 135,539 140,466

REV >LEVEL 1 ROR 0 0 0 0 0 0
LEVEL 1 SHARING 0 0 0 0 0 0
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 0 0 0

POSTSHARING ROR 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21%



SUMMARY RORS

ASSUMPTIONS:
YR1 YR2 YR3 YR4 VA5

CompMy productMty %
Operattng expene- 0.063 0.013 0.063 0.063 0.063
Inveatment 0.063 0.013 0.063 0.063 0.063

Demand Growth % 0.05 0.05 0.05 0.05 0.05

lnilation 0.03 0.03 0.03 0.03 0.03

SharinglproductMtymatrix
productMty: 0.033 0.043 0.053

Sharing Zone 1 0.1225 0.1325 0.1425
StwIng lev.. 1 0.5 0.5 0.5
Shering Zone 2 0.1625 0.1725 0.1825
Sharing lev" 2 1 1 1

LFAM 0.1025 0.0925 0.0825

PAESHARING RCR YRO YR1 YR2 YR3 YR4 YR55YRAVG
LOWPAOO
WIOADOBK 11.25% 12.49% 13.61% 14.37% 15.34% 16.23% 13.93%
W/ADOf1It{ 11.25% 12.49% 13.78% 15.06% 16.37% 17.71% 14.50%

MlODLEPAOD
WIOAODBK 11.25% 12.08% 12.92% 13.78% 14.39% 14.97% 13.27%
W/ADD8K 11.25% 12.08% 12.92% 13.78% 14.65% 15.52% 13.41%

HIGH PROD
W/OAOOBK 11.25% 11.86% 12.08% 12.50% 12.93% 13.36% 12.32%
W/ADDBK 11.25% 11.66% 12.08% 12.50% 12.93% 13.36% 12.32%

POSTSHARING ROR YRO YR1 YR2 YR3 YR4 YR5
LOW PROD
W/OAODBK 11.25% 12.37% 13.07% 14.00% 14.84% 15.76% 13.59%
W/AODBK 11.25% 12.37% 13.01% 13.65% 14.25% 14.25% 13.16%

MIDOlEPROD
WIOAODBK 11.26% 12.08% 12.92% 13.52% 14.08% 14.67% 13.12%
W/ADDBK 11.25% 12.08% 12.92% 13.52% 13.95% 14.39% 13.04%

HIGH PROD
WIOADOBK 11.25% 11.66% 12.08% 12.50% 12.93% 13.36% 12.32%
W/ADOBK 11.25% 11.66% 12.08% 12.50% 12.93% 13.36% 12.32%



i1&

LOW PRODUCTIVITY OPTION

YEAR 0 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 5YRAVG

WtTHOUT ADDBACK

PRICE OOסס$0.1 $0.08970 $0.01811 $0.09747 $0.09639 $0.08608
DeMAND 1,000,000 1,050,000 1,102,500 1,157,626 1,215,506 1,278,282
BILLED REVENUES 100,000 104,885 109,2e8 112,834 117,182 121,355

INVESTMENT 150,000 152,303 154,640 157,014 159,424 181,871

OPERATING EXP 71,875 72,978 74,098 75,236 76,391 n,563

INCOME TAXES 11,250 12,683 14,088 15,039 16,308 17,517
RETURN 16,875 19,024 21,102 22,559 24,462 26,275
ROR 11.25% 12.49% 13.65% 14.37% 15.34% 16.23% 13.93%

SHARING
REV REQ, LEVEL 1 102,500 104,073 105,671 107,293 108,940 110,612
REV REQ LEVEL 2 112,500 114,227 115,980 117,761 119,568 121,404

REV >LEVEL 1 ROR 0 612 3,597 5,541 8,222 10,743
LEVEL 1 SHARING 0 306 1,799 2,n1 4,111 5,371
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 306 1,799 2,n1 4,111 5,371

POSTSHARING ROR 11.25% 12.37% 13.07% 14.00% 14.84% 15.76% 13.59%

WlTHADOMCK

PRICE OOסס$0.1 $0.08970 $0.09911 $0.09733 $0.09681 $0.09381
BtLLED REVENUES 100,000 104,885 109,288 112,674 116,216 119,722
ADOBACK REVENUES 0 0 306 1,962 3,666 5,628
REVENUES W/ADDBK. 100,000 104,685 109,574 114,625 119,882 125,350

INCOME TAXES 11,250 12,683 14,190 15,756 17,397 19,115
RETURN 16,875 19,024 21,286 23,634 26,095 28,672
ROR W/ADDBACK 11.25% 12.49% 13.76% 15.05% 16.37% 17.71% 14.50%

SHARING W/ADDBK
REV REO, LEVEL 1 102,500 104,073 106,671 107,293 108,940 110,612
REV REO LEVEL 2 112,500 114,227 115,980 117,761 119,568 121,404

REV >LEVEL 1 ROR 0 612 3,903 7,332 10,942 14,738
LEVEl 1 SHARING 0 306 1,952 3,666 5,314 5,396
LEVEL 2 SHARING 0 0 0 0 314 3,946
TOTAL SHARING 0 306 1,952 3,666 5,628 9,342

POSTSHARtNG ROR 11.25% 12.37% 13.01% 13.65% 14.25% 14.25% 13.16%



I~,

MIDDLE PRODUCTIVITY OPTION

YEAR 0 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 5YRAVG

WITHOUT ADDBACK

PRICE OOסס$0.1 SO.OI870 $0.01742 SO.0I815 $0.09430 $0.01242
DEMAND 1,000,000 1,0150,000 1,102,!500 1,157,625 1,215,506 1,276,282
BILLED REVENUES 100,000 103,636 107,402 111,306 114,619 117,964

INVESTMENT 150,000 152,303 154,640 157,014 159,424 161,871

OPERATING EXP 71,875 72,978 74,088 75,236 76,391 n,563

INCOME TAXES 11,250 12,263 13,321 14,428 15,291 16,156
RETURN 16,875 18,394 19,. 21,642 22,937 24,234-
ROR 11.25% 12.08% 12.92% 13.78% 14.39% 14.97% 13.27%

SHARING
REV REa, LEVEL 1 106,000 106,612 108,248 108,910 111,597 113,310
REV REO LEVEL 2 115,000 116,765 118,558 120,3n 122,225 124,101

REV >LEVEL 1 ROR 0 0 0 1,. 3,022 4,644
LEVel 1 SHARING 0 0 0 888 1,511 2,322
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 698 1,511 2,322

POSTSHARING ROR 11.25% 12.08% 12.92% 13.52% 14.08% 14.67% 13.12%

WITH ADOMCK

PRICE SO.1ססoo $0.09870 $0.08742 SO.09815 $0.09430 $0.09213
BlUED REVENUES 100,000 103,635 107,402 111,306 114,619 117,587
AODBACK REVENUES 0 0 0 0 698 1,880
REVENUES W/ADDBK 100,000 103,635 107,402 111,306 115,317 119,447

INCOME TAXES 11,250 12,263 13,321 14,428 15,571 16,754
RETURN 16,875 18,394 19,982 21,642 23,356 25,130
ROR W/ADDBACK 11.25% 12.08% 12.92% 13.78% 14.65% 15.52% 13.41%

SHARING W/ADDBK
REV REO, LEVEL 1 106,000 106,612 108,248 109,910 111,597 113,310
REV REa LEVEL 2 115,000 116,765 118,558 120,3n 122,225 124,101

REV >LEVEL 1 RCR 0 0 0 1,. 3,720 6,137
LEVEL 1 SHARING 0 0 0 698 1,860 3,069
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 698 1,860 3,069

POSTSHARING ROR 11.25% 12.08% 12.92% 13.52% 13.95% 14.39% 13.04%



".~I;

HIGH PRODUCTMTY OPTION

YEAR 0 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 5YRAVG

WITHOUT ADDBACK

PRICE 10.10000 10.0lI77O $0.01546 $O.OIS26 $0.09111 $0.08802
DEMAND 1,000,000 1,060,000 1,102,500 1,157,625 1,215,606 1,276,282
BILLED REVENUES 100,000 102,585 105,237 107,957 110,748 113,611

INVESTMENT 150,000 152,303 154,840 157,014 159,424 161,871

OPERATING EXP 71,875 72,978 74,098 75,236 76,391 n,563

INCOME TAXES 11,250 11,843 12,466 13,089 13,743 14,419
RETURN 16,'75 17,764 18,883 19,633 20,614 21,628
ROR 11.28% 11.66% 12.08% 12.50% 12.93% 13.36% 12.32%

SHARING
REV REa, LEVEL 1 107,500 108,150 110," 112,527 114,254 116,008
REV REa LEVEL 2 117,500 119,304 121,136 122,984 124,882 126,799

REV >LEVEL 1 ROR 0 0 0 0 0 0
LEVEL 1 SHARING 0 0 0 0 0 0
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 0 0 0

POSTSHARING ROR 11.25% 11.66% 12.08% 12.50% 12.93% 13.38% 12.32%

WITH ADDBACK

PRICE $0.10000 SO.09m $0.09645 $0.09326 $0.09111 $0.08902
BILLED REVENUES 100,000 102,585 105,237 107,967 110,748 113,611
ADDBACK REVENUES 0 0 0 0 0 0
REVENUES W/ADDBK 100,000 102,585 105,237 107,957 110,748 113,611

INCOME TAXES 11,250 11,843 12,466 13,089 13,743 14,419
RETURN 18,875 17,764 18,M3 19,833 20,614 21,628
ROR W/AODBACK 11.25% 11.66% 12.08% 12.50% 12.93% 13.36% 12.32%

SHARtNG W/AODBK
REV AEQ, LEVEL 1 107,600 108,150 110,826 112,527 114,254 116,008
REV REO LEVEL 2 117,500 119,304 121,136 122,994 124,882 126,799

REV > LEVEL 1 ROR 0 0 0 0 0 0
LEVEL 1 SHARING 0 0 0 0 0 0
LEVEL 2 SHARING 0 0 0 0 0 0
TOTAL SHARING 0 0 0 0 0 0

POSTSHARING ROR 11.25% 11.66% 12.08% 12.50% 12.93% 13.36% 12.32%



SUMMARY RORS

ASSUMPTIONS:
YR1 YR2 YR3 YR4 YR5

Company productivity %
Operating expenses 0.045 0.045 0.045 0.045 0.045
Investment 0.045 0.045 0.045 0.045 0.045

Demand Growth % 0.05 0.05 0.05 0.05 0.05

Inflation 0.03 0.03 0.03 0.03 0.03

Sharing/productivity matrix
productivity: 0.035 0.04 0.045

Sharing Zone 1 0.1165 0.1205 0.1425
Sharing level 1 0.75 0.5 0
Sharing Zone 2 0.1245 0.1325 0.1825
Sharing level 2 1 1 0

LFAM 0.1025 0.0925 0.0825

PRESHARING ROR YRO YR1 YR2 YR3 YR4 YR55YRAVG
LOW PROD
WIOADDBK 11.25% 11.66% 12.06% 12.17% 12.50% 12.66% 12.08%
W/ADDSK 11.25% 11.66% 12.07% 12.47% 12.87% 13.27% 12.30%

MIDDLE PROD
W/OADDBK 11.25% 11.45% 11.66% 11.86% 12.01OA> 12.21OA> 11.78%
W/ADDBK 11.25% 11.45% 11.66% 11.86% 12.07% 12.2SOk 11.78%

HIGH PROD
W/OADDBK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%
W/ADDBK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%

POSTSHARING ROR YRO YR1 YR2 YR3 YR4 YR5
LOW PROD
W/OADDBK 11.25% 11.65% 11.76% 12.08% 12.23% 12.48% 11.93%
W/ADDBK 11.25% 11.65% 11.75% 11.85% 11.85% 11.85% 11.71%

MIDDLE PROD
WIOAOOBK 11.25% 11.45% 11.66% 11.86% 12.06% 12.17% 11.76%
W/ADOBK 11.25% 11.45% 11.66% 11.86% 12.06% 12.16% 11.76%

HIGH PROD
W/OADDBK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%
W/ADDBK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%



SUMMARY RORS

ASSUMPTIONS:
YR1 YR2 YR3 YR4 YR5

Company productMty %
Operating expenses 0.05 0.05 0.05 0.05 0.05
Investment 0.05 0.05 0.05 0.05 0.05

Demand Growth % 0.05 0.05 0.05 0.05 0.05

Inflation 0.03 0.03 0.03 0.03 0.03

Sharlng/producttvity matrix
productMty: 0.035 0.04 0.045

Sharing Zone 1 0.1165 0.1205 0.1425
Sharing levet 1 0.75 0.5 0
Sharing Zone 2 0.1245 0.1325 0.1825
Sharing level 2 1 1 0

LFAM 0.1025 0.0925 0.0825

PRESHARING ROR YRO YR1 YR2 YR3 YR4 YR55YRAVG
LOW PROD
W/OADOBK 11.25% 11.86% 12.32% 12.60% 12.98% 13.24% 12.41%
W/ADDBK 11.25% 11.86% 12.48% 13.08% 13.69% 14.290k 12.83%

MIDDLE PROD
W/OADDBK 11.25% 11.66% 12.07% 12.48% 12.69% 13.01% 12.220k
W/ADOBK 11.25% 11.66% 12.07% 12.49% 12.90% 13.31% 12.31%

HIGH PROD
W/OADDBK 11.25% 11.45% 11.66% 11.87% 12.07% 12.28% 11.78%
W/ADDBK 11.25% 11.45% 11.66% 11.87% 12.07% 12.28% 11.78%

POSTSHARING ROR YRO YR1 YR2 YR3 YR4 YR5
. LOWPROD

W/OADOBK 11.25% 11.70% 11.97% 12.34% 12.58% 12.95% 12.16%
W/ADDBK 11.25% 11.70% 11.85% 11.85% 11.85% 11.85% 11.73%

MIDDLE PROD
W/OADDBK 11.25% 11.66% 12.06% 12.27% 12.58% 12.84% 12.14%
W/ADOBK 11.25% 11.66% 12.06% 12.27% 12.47% 12.65% 12.08%

HIGH PROD
W/OADOBK 11.25% 11.45% 11.66% 11.87% 12.07% 12.28% 11.78%
W/ADDBK 11.25% 11.45% 11.66% 11.87% 12.07% 12.28% 11.78%



SUMMARY RORS

ASSUMPTIONS:
YRl YR2 YR3 YR4 YR5

Company productivity %
Operating expenses 0.055 0.055 0.055 0.055 0.055
Investment 0.055 0.055 0.055 0.055 0.055

Demand Growth % 0.05 0.05 0.05 0.05 0.05

Inflation 0.03 0.03 0.03 0.03 0.03

Sharing/productivity matrix
productivity: 0.035 0.04 0.045

Sharing Zone 1 0.1165 0.1205 0.1425
Sharing level 1 0.75 0.5 0
Sharing Zone 2 0.1245 0.1325 0.1825
Sharing level 2 1 1 0

LFAM 0.1025 0.0925 0.0825

PRESHARING ROR VRO YR1 YR2 VR3 YR4 YR5 5 YR AVG
LOW PROD
W/OAODBK 11.25% 12.07% 12.58% 13.01% 13.44% 13.87% 12.74%
W/ADDBK 11.25% 12.07% 12.89% 13.71% 14.52% 15.33% 13.35%

MIDDLE PROD
W/OADDBK 11.25% 11.87% 12.49% 12.90% 13.33% 13.72% 12.63%
W/ADOBK 11.25% 11.87% 12.49% 13.11% 13.74% 14.36% 12.85%

HIGH PROD
W/OADDBK 11.25% 11.66% 12.07% 12.49% 12.92% 13.34% 12.32010
W/ADDBK 11.25% 11.66% 12.07% 12.49% 12.92% 13.34% 12.32%

POSTSHARING ROR YRO YRl YR2 YR3 YR4 YRS
LOW PROD
W/OADDBK 11.25% 11.76% 12.16% 12.51010 12.98% 13.40% 12.38%
W/ADDBK 11.25% 11.76% 11.85% 11.85% 11.85% 11.85% 11.74%

MIDDLE PROD
W/OAODBK 11.25% 11.87% 12.27% 12.69% 13.06% 13.32010 12.44%
W/ADOBK 11.25% 11.87% 12.27% 12.58% 12.65% 12.65% 12.23%

HIGH PROD
W/OADDBK 11.25% 11.66% 12.07% 12.49% 12.92% 13.34% 12.32010
W/ADDBK 11.25% 11.66% 12.07% 12.49% 12.92% 13.34% 12.32%



SUMMARY RORS

ASSUMPTIONS:
YR1 YR2 YR3 YR4 YR5

Company productivity %
Op«atfng expenses 0.06 0.06 0.06 0.06 0.06
Investment 0.06 0.06 0.06 0.06 0.06

Demand Growth % 0.05 0.05 0.05 0.05 0.05

Inflation 0.03 0.03 0.03 0.03 0.03

Sharfng/produetMty matrix
productivity: 0.035 0.04 0.045

Sharing Zone 1 0.1165 0.1205 0.1425
Sharing level 1 0.75 0.5 0
Sharing Zone 2 0.1245 0.1325 0.1825
Sharlng level 2 1 1 0

LFAM 0.1025 0.0925 0.0825

PRESHARING ROR YRO YR1 YR2 YR3 YR4 YR5 5 YR AVG
LOW PROD
W/OADDBK 11.25% 12.28% 12.85% 13.39% 13.93% 14.49010 13.06%
W/ADDBK 11.25% 12.28% 13.32% 14.35% 15.37% 16.40% 13.88%

MIDDLE PROD
W/OADDBK 11.25% 12.07% 12.90% 13.34% 13.94% 14.21% 12.98%
W/ADDBK 11.25% 12.07% 12.92% 13.75% 14.59% 15.43% 13.38%

HIGH PROD
W/OADOBK 11.25% 11.87% 12.50% 13.13% 13.78% 14.44% 12.86%
W/AODBK 11.25% 11.87% 12.50% 13.13% 13.78% 14.44% 12.86%

POSTSHARING ROR YRO YR1 YR2 YR3 YR4 YR5
LOW PROD
W/OAODBK 11.25% 11.81% 12.31% 12.83% 13.36% 13.90% 12.60%
W/AODBK 11.25% 11.81% 11.85% 11.85% 11.85% 11.85% 11.75%

MIDDLE PROD
W/OAOOBK 11.25% 12.06% 12.49% 13.07% 13.32% 13.92% 12.71%
W/AOOBK 11.25% 12.06% 12.48% 12.65% 12.65% 12.65% 12.30010

HIGH PROD
W/OADOBK 11.25% 11.87% 12.50% 13.13% 13.78% 14.44% 12.86%


